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OATH OR AFFIRMATION

Andrew Sher swear or affirm that to the bst of

my knowledge and belief the accompanying financial statement and suppoing schedules pertaming to the flim of

Swiss Re Capital Markets Corporation

of December31 2012 are tiuc and correct further swear or affirm fLat

neither the company nor any partner proprietor principal officer ot director has any proprietary interest in any account

classified solely as that of customer except as follows

No exceptions

Signature

Financial and Operations Principal

title

Notary Pubhc
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Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

AOath or Affirmation

in cyLfe SIPC Supplemental Report

report desciThngany.aterial inadequacies found to exist or found to have existed sinc thc date of the previous idit

Ior conditions of confidential treatment of certain portions of this filing see section 240.1 7a 5c3
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Independent Auditors Report

To The Board of Directors and Shareholder of Swiss Re Capital Markets Corporation

We have audited the accompanying balance sheet of Swiss Re Capital Markets Corporation the

Company as of December 31 2012

Managements Responsibility for the Balance Sheet

Management is responsible for the preparation and fair presentation of the balance sheet in accordance

with accounting principles generally accepted in the United States of America this includes the design

implementation and maintenance of internal control relevant to the preparation and fair presentation of

balance sheet that is free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on the balance sheet based on our audit We conducted our

audit in accordance with auditing standards generally accepted in the United States of America Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the

balance sheet is free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the balance sheet The procedures selected depend on our judgment including the assessment of the risks

of material misstatement of the balance sheet whether due to fraud or error In making those risk

assessments we consider internal control relevant to the Companys preparation and fair presentation of

the balance sheet in order to design audit procedures that are appropriate in the circumstances but not for

the purpose of expressing an opinion on the effectiveness of the Companys internal control Accordingly

we express no such opinion An audit also includes evaluating the appropriateness of accounting policies

used and the reasonableness of significant accounting estimates made by management as well as

evaluating the overall presentation of the balance sheet We believe that the audit evidence we have

obtained is sufficient and appropriate to provide basis for our audit opinion

Opinion

In our opinion the accompanying balance sheet presents fairly in all material respects the financial

position of Swiss Re Capital Markets Corporation at December 31 2012 in accordance with accounting

principles generally accepted in the United States of America

As disclosed more fully in Note the Company has extensive transactions and relationships with affiliated

parties

pi
February 26 2013

PricewaterhouseCoopers LLP PricewaterhouseCoopers Center 300 Madison Avenue New York NY 10017

6464713000 8132866000 www.pwc.com/us



Swiss Re Capital Markets Corporation

Statement of Financial Condition

December 31 2012

Assets

Cash and cash equivalents

Short-term invastments at lir value

Prepaid expenses

Total assets

Liabilities

Payable to affiliates

Income taxes payable

Total liabilities

Subordinated liabilities to affiliate

Stockholders equity

Common stock $0.01 par value 1000 shares authorized

100 shares issued and outstanding

Additionai paid-in capital

Retained earnings

Total stockholders equity

Total liabilities and stockholders equity

4794140

241979764

5297

246779201

1951912

1009114

2961026

155000000

57499999

31318175

88818175

246779201



Swiss Re Capital Markets Corporation
Notes to Statement of Financial Condition

December 31 2012

Nature of Operations and Organization of the Company

Swiss Re Capital Markets Corporation the Company was incorporated in Delaware on

October 17 1995 and effective July 2001 became wholly owned subsidiary of Swiss Re

America Holdings Corporation SRAH which is ultimately owned by Swiss Re Ltd Switzerland

the Parent The Company was established to conduct securities and investment business

During the year the Company acted as lead and co-underwriter and also conducted secondary

market brokerage activities on Insurance Linked Securities transactions

The Company is registered broker-dealer in securities under the Securities Act of 1934 and is

member of the Financial Industry Regulatory Authority

Summary of Significant Accounting Policies

Basis of Presentation

The statement of financial condition is presented in conformity with accounting principles generally

accepted in the United States of America

Securities Transactions

Securities transactions are recorded on the trade date

Cash and Cash Equivalents

The Company considers all highly liquid investments with maturity of three months or less when

purchased to be cash equivalents At December 31 2012 cash and cash equivalents consists of

demand deposits at large U.S bank The Company held no cash equivalents as of December

31 2102

Short-Term Investments

Short-term investments are carried at fair value The Company considers highly liquid investments

with remaining maturity at the date of acquisition of one year or less but greater than three

months to be short-term investments

Translation of Foreign Currencies

Assets and liabilities denominated in foreign currencies are translated at year end rates of

exchange

FairValue Measurements

The fair value of financial instrument is the amount that would be received to sell an asset or paid

to transfer liability in an orderly transaction between market participants at the measurement date

the exit price Financial assets are marked to bid prices and financial liabilities are marked to

offer prices Fair value measurements do not include transaction costs

In accordance with ASC No 820 Fair Value Measurements and Disclosures fair value

hierarchy was established that prioritizes the inputs to valuation techniques used to measure fair

value The hierarchy gives the highest priority to unadjusted quoted prices in active markets for

identical assets or liabilities level measurements and the lowest priority to unobservable inputs

level measurements The three levels of the fair value hierarchy under ASC No 820 are

described below



Swiss Re Capital Markets Corporation
Notes to Statement of Financial Condition

December 31 2012

Basis of Fair Value Measurement

Level Unadjusted quoted prices in active markets that are accessible at the

measurement date for identical unrestricted assets or liabilities

Level Quoted prices in markets that are not considered to be active or

financial instruments for which all significant inputs are observable

either directly or indirectly

Level Prices or valuations that require inputs that are both significant to the

fair value measurement and unobservable

financial instruments level within the fair value hierarchy is based on the lowest level of any input

that is significant to the fair value measurement

As of December 31 2012 the Company owns $242 million of United States Treasury Bills that are

short term in nature and are considered to be level securities These securities are valued at the

closing price on the active market on which the individual securities are traded

US GAAP requires disclosure of the estimated fair value of certain financial instruments and the

methods and significant assumptions used to estimate their fair values Certain financial

instruments that are not carried at fair value on the statement of financial condition are carried at

amounts that approximate fair value due to their short term nature and generally negligible credit

risk These instruments include Cash and cash equivalents Payable to affiliate and Subordinated

liabilities to affiliate They are all considered Level financial assets and liabilities

Income Taxes

In accordance with ASC No 740 Income Taxes deferred tax assets or liabilities reflect

temporary differences between amounts of assets and liabilities for financial and tax reporting

Such amounts are adjusted to reflect changes in tax rates expected to be in effect when the

temporary differences reverse The future tax benefits of deferred tax assets are recognized when

the realization of such benefits is more likely than not

The Financial Accounting Standards Board issued FIN No 48 ASC No 740-10 which clarifies

the accounting for income taxes by prescribing minimum recognition threshold tax position is

required to meet before being recognized in the financial statements ASC No 740-10 also

provides guidance on derecognition measurement classification interest and penalties

accounting in interim periods disclosure and transition

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted

in the United States of America requires management to make estimates and assumptions that

affect the reported amounts of assets and liabilities and disclosure of contingent assets and

liabilities at the date of the statement of financial position Actual results could differ from these

estimates

Commitments and Guarantees

ASC No 460 requires the disclosures of representations and warranties which the Company enters

into which may provide general indemnification to others In the normal course of business the

Company enters into contracts that contain variety of representations and warranties and which



Swiss Re Capital Markets Corporation
Notes to Statement of Financial Condition

December31 2012

provide general indemnifications The Companys maximum exposure under these arrangements
is unknown as this would involve future claims that may be made against the Company that are
not yet known However based on experience and its risk assessment the Company expects the
risk of loss to be remote

The Parent has issued an unconditional guarantee covering all agreements entered into by the

Company

Related Party Transactions

The Company has extensive transactions and relationships with affiliated companies Because of
these relationships terms of these transactions may not be the same as those that would result in

transactions with unrelated parties

The Company has an agreement with SRFPC whereby certain services are performed on behalf
of the Company The Company and SRFPC share office space and jointly incur various expenses
that are paid by SRFPC including occupancy costs and compensation and benefits attributable to
SRFPC employees At December 31 2012 gross payable of $826 thousand related to this

activity is recorded net in the payable to affiliates in the statement of financial condition

The Company has an agreement with SRFPC to act as agent in the purchase and sale of CAT
Securities and other financial instruments At December 31 2012 gross receivable of $103
thousand related to this activity is recorded net in the payable to affiliates in the statement of
financial condition

The Company has an agreement with SRAH whereby certain services are performed on behalf of
the Company The Company incurs various expenses that are paid by SRAH including legal and
government relations services office administration auditing services and other direct and
allocated costs At December 31 2012 gross payable of $807 thousand related to this

activity is

recorded net in the payable to affiliates in the statement of financial condition

The Company has an agreement with EFR to provide advisory services including but not limited
to accounting actuarial tax and legal services At December 31 2012 payable of $37 thousand
is recorded net in the payable to affiliates in the statement of financial condition

relating to an
overpayment of invoiced fees

The Company acts as introducing agent or underwriter on certain CAT transactions for related
parties At December 31 2012 there were no amounts receivable outstanding related to this

activity

In 2003 the Company entered into revolving subordinated loan agreement with SRFPC Under
the terms of the agreement SRFPC agreed to issue revolving credit loans to the Company from
time to time not to exceed $750 million in the aggregate with the outstanding balance available in

computing net capital pursuant to SEC Rule 15c3-1 This credit line may be drawn down by the

Company on revolving basis subject to the provisions of the agreement and the Company may
borrow repay and reborrow such amounts subject to the provisions of the agreement and
regulatory requirements The facility was amended in 2008 to mature on July 15 2013 The
Company expects to amend the agreement to extend the maturity for an additional five-year term
subject to regulatory approval The facility bears interest based on LIBOR As of December 31
2012 the Company had borrowed $155 million under the agreement



Swiss Re Capital Markets Corporation
Notes to Statement of Financial Condition

December 31 2012

During 2012 the Company entered into $500 million revolving loan facility agreement with

SRFPC for general corporate purposes and activities of the Company This credit line may be

drawn down by the Company on revolving basis subject to the provisions of the agreement and

the Company may borrow repay and reborrow such amounts subject to the provisions of the

agreement Borrowings under the agreement do not impact computation of net capital pursuant to

SEC Rule 15c3-1 The facility matured on December 30 2012 Upon maturity the Company
extended the maturity to December 29 2013 The facility bears interest based on LIBOR As of

December 31 2012 the Company had no outstanding borrowings under the agreement

Income Taxes

For the year ended December 31 2012 the Company is member of group which files

consolidated federal income tax return and combined state and local income tax returns with

SRAH The tax allocation agreement provides that each member shall compute and pay its tax

liability on separate return basis In computing their income tax liability on separate return

basis member companies have the ability to recover taxes paid in prior year or offset future

taxable income to the extent net operating losses or other tax attributes that they generated are

carried back or forward in any manner permitted under the Internal Revenue Code

The previously established valuation allowance of $73839 was released during 2012 It was

established in 2011 to offset the $8134 deferred tax asset generated by the remaining net

operating loss carryforward of $23239 and the $65705 deferred tax asset for the alternative

minimum tax credit Both of these deferred tax assets were fully utilized in the calculation of current

taxes payable for the 2012 tax year

At December 31 2012 the total amount of unrecognized tax benefits including interest and

penalties was $0 The Company does not anticipate any significant changes to its total

unrecognized tax benefits within the next twelve months The Internal Revenue Service has

concluded an examination of the 2005 through 2008 audit cycle with no adjustments to the

Company An examination of the 2009 through 2010 tax years is currently underway

Concentration of Credit Risk

As securities broker-dealer the Company is engaged in various securities trading and brokerage

activities in which counterparties primarily include broker-dealers banks and other financial

institutions The Company acts as introducing agent and co-agent for variety of transactions in

secondary markets The Company may also maintain positions in these securities as part of its

trading activities

In the event that the counterparties to transactions do not fulfill their obligations the Company may
be exposed to credit risk to the extent such obligations are unsecured Also if securities are not

received the Company is subject to risk of loss if the market value of such securities has increased

over the contract amount of the transactions The Companys exposure to credit risk associated

with the nonperformance of counterparties in fulfilling their contractual obligations can be directly

impacted by volatile trading markets which may Impair their ability to satisfy their obligations to the

Company

The Companys policy is to monitor its market exposure and counterparty risk The Company has

policy of reviewing the credit standing of each counterparty and customer with which it conducts

business



Swiss Re Capital Markets Corporation
Notes to Statement of Financial Condition

December 31 2012

The Company has the right to pursue collection or performance from the counterparties who do not

perform under their contractual obligations

Regulatory Requirement

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule

Rule 15c3-1 which requires the maintenance of minimum net capita as defined equal to the

greater of $250000 or 2/3% of aggregate indebtedness as defined At December 31 2012 the

Companys net capital of $243.7 million exceeded required net capital of $250 thousand by $243.5

million The Companys ratio of aggregate indebtedness to net capital was .01 to

The Company is exempt from the provisions of Rule 5c3-3 under the exemptive provisions of

subparagraph k2i of the Rule

Subsequent Events

The Company has evaluated whether events or transactions have occurred after December 31
2012 that would require recognition or disclosure in these financial statements through February

25 2013 which is the issuance date of these financial statements



-i

-i

MIX

4.ijJ Paper from

responsible sources

FSC COl 2076

Printed on paper containing 30% post consumer waste

PCW fiber and certified to the Forest Stewardship CounciliM standard

2012 PricewaterhouseCoopera LLP All rights reserved In this document PwC refers to PricewaterhouseCoopers LL.P Delaware limited liability partnership which is member firm

of PricewaterhouseCoopers International Limited each member firm of which is separate legal entity


